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Proposed Amendment to the
Federal Employees Pay Act of 1945, As Amended

a. Proposed Amendment

Section 102(b) of the Federal Employees Pay Act of 1945, as amended
(5 U.8.C. B902b) (relating to exemption from coverage under the Act),
is amended by striking out "and" immediately preceding "(7)" therein
and by inserting before the period st the end thereof "; and (8) officers
and employees of the Central Intelligence Agency."

b. Bectlonal Analysis

This change amends the Federal Employees Pay Act of 1945, as amended
(5 U.8.C, 8902(b)) to include the officers and employees of the Central
Intelligence Agency among those slready excluded from the provisions of
that Act.

c. dJustification end Explanation

Since 1949 (%), the Civil Service Commission has exempted officers and
employees from the coverage of the regulstions promulgeted by the Commission
for the administration of the Federel Employees Act of 1945, as smended.
Such exemption 1g currently steted in Chspter of the Federsl
Pergsonnel Menusl in paragraph .

Tk&:}_g ’ggc%usion of Agency personnel from the Pay Act recognizes the pay-
fixing,grant€d to the Director of Central Intelligence in section 8(a) of
the Central Intelligence Agency Act, as smended (50 U.S.C. 403j7), and
through specific exemption of the Agency's positions from the provisions of
the Classification Act of 1949, as emended (5 U.S.C. ). It has thus
been recognized that the Agency's unique conditions do not permit a salary
edministration program conforming in all respects to the specific principles
and standards established in the two basic stetutes governing salary admin-
istration in the classified civil gervice. ’

The Agency has developed a salary administration program which adheres
elosely to the principles and standards of the Classification Act regarding
the classification of positions, establishment of entry salary restes, and
the grant of merit and quality step increases and conforms generally to the
principles and standards of the Pay Act regarding premium pey and hours of
work. However, it has heen necessary for the Agency to deviate somewhat
fraom the specific practices required by these Acts to sccommodate peculiar
problems inherent in its mission and function. The proposed amendment
clarifies the authority of the Director of Central Intelligence to do so by
speclfying the exclusion of 1ts officers and employees from the provisions
of the Pay Act as has slready been sgtated 1n the Classification Act.
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d. Cost

Thls amendment contemplates no change in present Agency practice
with respect to the pay administration mastters governed by the Federal Employees
Pay Act of 1945, as amended. Therefore, there should be no increased cost
to the government as a result of lts enactment.
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TITLE I Objectives and Definitions
TITLE II Direction of the Service
TITLE III General Duties

Sec. 303 - President may authorize Secretary to prescribe

regulations, -
TITLE IV Categories and Salaries of Personnel
TITLE V Appointments and Assignments

-~ Sec. 520(c)- Retired officer is not, by reason of retired status,
barred from employment in Federal Government.

Sec. 528 - Reinstatement of Reserve Officers '"Re-employment
rights, "

Sec. 571 - Assignment to Government Agency or International
Organization (a) officer may be detailed for 4 years;
(Secretary may approve additional 4 yeara.)

{b) Does not lose status as FSO if by Presidential
appointment;
{c) Can receive higher salary in new position,

Title V1 Personnel Administration
. [ et Sec. 631 - Career Ambassador or Career Minister must retire

l{ - O at 65 (extend for 5 years).

~—4 Sec. 632 - All others {FSOs) must retire at 6Q. (can extend by
Secretary for 5 years).
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Sec. 633 - Selection Out
(a) Secretary prescribe regulations,
(1) Maximum period without promotion
(2) Standard of performance

(b} FSO who fails to meet {1) or {2) shall be
retired.

™ Sec. 634 - Selection Out Benefits

(a) FSO 1,2 or 3 under Sec. 633 gets regular FS
retirement.

(b) FSO 4,5, 6 or 7 under Sec. 633 gets 1/12 of
annual salary (not over 1 year) for each year
of service in 3 equal annual payments beginning
the next 1 January and refund of retirement
deductions or if 5 years of FSO then deferred
annuity at age 60,

\2
" Sec. 636 - With consent of Secretary FSO with 20 years
service at age 50 may retire.

TITLE VIl Foreign Service Institute

TITLE VIII Foreign Service Retirement and Disability System
Sec. 801 (a) President (now Secretary) may prescribe regulations.

Sec. 802 - Secretary of Treasury shall maintain the Fund,.

Sec. 803 {c) FSS appointed by Secretary who has 10 years of
continuous service in the Foreign Service shall
become a participant

Sec. 804 - Same as CSC 2251

Sec. 811 - Same as CSC 2254
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Sec. 821 {a)

(b)

(c)

(d)
{f)

Sec, 831 -

Sec. 832 (b)

(d)

NOTE: {e)

Sec. 833

Sec. 834

Sec., 841

Computation 2% x average high 5 x years of
service (not above 35)

Election of survivor annuity {married)
Same as CSC 2259 (g) and 2260 (c)

Children's surviving {w/widow)
Same as CSC - 2260 {d)

Children only - Same as CSC - 2260 (d)

Unmarried - Beneficiary
Same as CSC 2259 (h) and 2260 {b)

Disability

After 5 years, generally 40%.
Same as CSC - 2259 (a)

Death in Service.

After 5 years, widow receives 50% of members
annuity. Same as CSC - 2260(c)

Surviving children - Same as CSC - 2260 (d)

If less than 20 years - count 20,

Participant, but not FSO, who retires under law
relating to his position if 50 years and 20 years

service may draw annuity. No CSC parallel,

Voluntary separation after 5 years service may have
refund or annuity at age 60, Same as CSC - 2259,

Refund. Total contribution w/interest at 4% compounded
annually as of Dec. 31. Where annuity paid less than
credits, balance to beneficiaries.

CSC 4% to 1947, 3% to 1956, none thereafter.

3
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Sec. 851, Length of Service. From date of appointment
including absence under FECA and in Military,
excluding LWOP over 6 months.

Generally same as CSC - 2253 a, b, ¢, d.

Sec. 852. Prior Service

{a) Other civilian service, military

(b) Re~-deposit 5% to 1960 and 6 1/2 thereafter
with interest at 4% compounded annually.
CSC sliding scale with interest at 3%.

(c)(1) Where transfer - deposit of Fund plus interest
from CS retirement.

(c)(2) Where transferred no additional payment or
refund.

(e) Can include military time even if retired for
disability in combat or instrumentality of war during
war.

Same as CSC 2253 (b) except military service after
Dec. 1956 is excluded except for military leave. 2253(j)

Sec. 853, President may establish lists of unhealthful post.
' Time and 1/2 for retirement - but not if paid salary
differential under Sec. 443.

Sec. 871. Annuitant recalled gets salary in lieu of annuity -
makes deposits and recomputes annuity upon retirement.
2263(b) CS deduct annuity from salary. Kecompute,

Sec. 872. Reemployment. An annuitant who is reemployed in the
Federal Government is entitled to receive the salary
of the position in which he is serving plus so much of
his annuity which when combined with such salary does
not exceed the basic salary the employee was entitled
to receive on the date of his retirement under the
Civil Service System (section 2263(b)). The individual
has no deductions for retirement but there is withheld
from his salary an amount equal to the annuity
allocable to the period of actual employment.

4
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SEGRET APPENDIX A

RETIREMENT SYSTEMS

1. Without going into all of the complexities, there are two
basic civilian retirement systems, the Foreign Service and the Civil
Service Retirement Act. Under Foreign Service an individual is eligible
to retire at age 50 if he has 20 years' service with the annuity being
computed on a factor of 2% of the average of the highest five (5) years
of salary multiplied by years of service. Basically, the Civil Service
Retirement system permits retirement at age 60 with 30 years of service.
The annuity factor, however, is different. For the first five years of
service the factor is 1 1/2, for the second five years the factor is 1 3/4,
and thereafter the factor is 2%. Generally, therefore, Civil Service
Retirement requires more years of service, greater age and lesser
rate of annuity.

2. There is an exception to the Civil Service Retirement system
frequently called "FBI Retirement. " In fact, this more favorable
retirement is available to employees of any agency whose duties consist
principally of law enforcement. The age is reduced to 50 with twenty
years of service and the annuity factor is 2%. Basically, therefore, the

FBI retirement is similar to Foreign Service retirement.
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-

3. The Agency efforts concerning ''early retirement' centered
around a plan which was geared to overseas service. Each year of
service abroad would have been creditable as a year and a‘half of service
and there would also have been a proportionate reduction of the required
retirement age. The aet effect of this proposal would have been that
an individual who spent ten years overseas would generally fall into the
age and service requirements of Foreign Service and FBI retirement.
This proposal floundered on the rocks of the Bureau of the Budget. In
part it was their desire to work out a formula which would be uniformly
applicable to all employees cf the Government.

4, Over the years a number of the members of the CIA Sub-
committees of the Congress have expressed surprise that the Agency was
tied to the Civil Service Retirement Act. Some stated that they had
assumed we were covered by the special provisions applicable to the FBI
or a system similar to the Foreign Service. The difficulties of proposing
a new type of early retirement for CIA will subject the Agency to whittling
away in the Buraau of the Budget and certainly the Congress will want to
examine exhausitively any plan for which there is no statistical experience.
On the other hand, urging adoption for the Agency of a tried and proven
retirement system does not subject the system itself to questioning and

attack but leaves open for discussion only the question of whether or not
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it should be applicable to the Agency and to what group of employees
within the Agency. As in other fields of employee benefits, the Foreign
Service has been the leader generally in the retirement field. They
have constantly refined and improved the system over the years which
would indicate that in the future they will not parmit the system to

fall out of date.
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Y

BACKGROUND

Employees covered under new systems The proposed retirement system

25X1A
will cover an estimated 25 to 307 of Agency employees, (ESTIMATED NUMBER: -

Total. Retirements for Past Five Years: The total retirements from the

Agenggsepaa whole over thedbhdt five fiscal years (1959 through 1963)
abo o~ IS
were ! an average of 9 per year, % retirements from the group to
which the new system would apply were- an average o:t.er yeear,. 25X1A
DETAIL OF THESE RETIREMENTS

AGENCY, "FOREIGN SERVICE GROUPM
Optional Retirements
Age Retirements

Discontinued Service
Retirements

Disability Retirements

DISABILITY RETIREMENTS FROM "FOREIGN SERVICE GROUPY

[er year

Over the past five years, some ons=tenth of one percent of the peopls

who would be covered by the proposed new system have retired for disability,
(About onewthird of these retiremsnts were for psychiatric illness and about
two-thirds for physical problems such as heart disease, cancer, and the like,)

The age range of the disability retirees has been from 25 to 6, However,
one=fourth of them were in the L5 to L9 age group and one-third were in the
LO to 54 age group.

The grades of the disability retirees ranged from (GS=5 to0 GSwl5,
One=fourth of these were in GS=12 and GS=l3., Over one=half were in GSwll

through GSwl5,
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The ammuities of these disability retirees ranged from $1,551 per year
to $5,987 per year, The average disability annuity was $3,066,
DETATL OF DISABILITY ANNUITIES:

$5,000 - $5,999 3
$L,000 = $L,999 3
$3,000 ~ $3,999 7
$2,000 = $2,909 11
$1,000 - $1,999 6
Less than $1,000 0

(NOTE:s Only the three anmuities over $5,000~=-which were $5,508,
$55623, and $5987 respectivelywwexceed the $5,200 represented by the
$100 per week sick pay exclusion applicable to diegability annuities

under the Civil Service Retirement System,)

ESTIMATE OF FUTURE IMPACT OF PROPOSED TAX EXEMPTION ON DISABILITY

ANNUITIES

Number of retirses: Since the proposed bill would not be retroactive

in its application, the tax exemption provision which we are seeking would
apply only to future retirements, Although the five-year average of retire
ments from among the group of employees to be covered has been 6 per year,
the number in Fiscal Years 1962 and 1963 were 11 and 8, respectively, and

we anticipated that the average for the next several years will be about

8 or 9,

Amount of annuitiess We anticipated that the grade range of disability

retirees will remain about the same with an average in the GS=12 or GS«13

brackets Also, we anticipated that the ages of disability retirees will
AR ePerRAbasers0 609 /02 CImoRDP7ESB0D880R00080DA 200051 age group,
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Most of these individuals have less than 20 years of service and their
annuities are usually computed at the guaranteed minimum of Lo%, (This
minimum applies under both Civil Service and Foreign Service,) Consequently,
we assume that the average dissbility retiree from this group in the future
will retire in (S=12 zmst or GSw=13 at an anmmuity based on Lo¥ of his éverage
salary for his highest-paid five years, In view of the adjustments effected
in the Federal Salary Reform Act of 1962, we estimate the high-five average
salary of retirees in these grades in future years will be at about $11,300,
(The base of GS=12 effective January 196l is $9,980 and the base of GS-13
is #11,725, ~=The estimated average is not a statistical one--it represents
the fifth step of GS-12 and less than the base of GS=13,)

Based on these agsumptions, the average annuity of retirees affected
by this proposal would be $L,520 per yeare (THIS IS LESS THAN THE $5,200

exenpted under the sick pay provision,)
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CRITERIA FOR PARTICIPATION IN TLE CIA RETIREMENT AND DISABILITY SYSTEM
(Extracted from Draft of HR 20-4k)

a. GENERAL

Staff personnel serving under career, career-provisional, or reserve ap-
pointment are afforded retirement benef{its either (1) under the provisions of
the Civil Service Retirement Act or (2) under the provisions of the Central
Intelligence Agency Retirement and Disability System as established under
Title II of the Central Intelligence Agency Act Amendments of 1963.  Such
employees will normally be covered under the civil service retirement system
upon initial appointment. Those who qualify for coverage under the CIA retire-
ment system will be so designated in accordance with applicable provisions of

this regulation.

b. POLICY

(1) The CIA Retirement and Disability System provides appropriate death,
disability, retirement, and discontinued service benefits to employeea whose
careers are predominantly concerned with the conduct and support of intelligence
operations in foreign countries or with the covert support in the United States
of such operations under comparable conditions. Also, it provides appropriate
discontinued service benefits to employees whose duties are so speclalized that
they are placed at a special disadvantage when they are required to seek other
employment. | .

(2) 1In order to reserve the benefits of participation 1in the CIA retire-
ment system to those employees for whom this system is designed,-an employee's
eligibility for voluntary retirement benefits under the system shall be coantin-

gent upon a finding that his career with the Agency has met the service
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8-E-C-R-E-T

conditions described above. Such finding shall be based upon his completion
of a minimum period of sixty months of civilian service with the Agency in the
performance of duty either (1) overseas Or (2) in the covert support in the
United States of foreign intelligence operations under comparable conditions.
Such service shall hereinafter be referred to as "gpecial qualifying service."
Exceptions to this requirement may be approved only by the Director of Central
Intelligence or the Deputy Director of Central Intelligence.

(3) In order to permit the participation of an eligible employee in the
CIA retirement system at the earliest practicable time in his career with the
Agency, the initial designation of an employee as a Participant in the system
may be made upon a presumptive finding that his career éﬁ;iiyﬁeeg‘thé,éérixéé‘Kﬁ
conditions described above., Such finding shall be based upon his meeting each
of the following requirements:

(a) He has been selected for Carcer Employee status ae defined in
Agency regulations.

(b) He hus formally undertaken an obligation to serve anywhere aand
at any time according to the needs of the Agen-y;

(¢) His career field of specimlization is determined by the Head of
his Career Service to be (l) in the conduct or support of intelligence
operations in foreign countries or (g} the covert support in the United
8tates of such operations under comparable conditions;

(d) He either has performed or is under official orders to perform

duties described above as "special qualifying service."

2

Approved For Release 2000/09/08 : CxRiSPR5B0dB380R000800120004-1



Approved For Release 2000/09/08 : CIA-RDP75B00380R000800120004-1
C\~) | §-E-C-R-E-T

(4) 1In order to avoid the continued purti-ipation in the CIA retirement
system of an employee whose career subsequent to his initial designation as a
Participant does not meet the service conditions described above, there shall
be periodic reviews of the past and prospective career of each Participant to
reaffirm his continued eligibility for participation.

(a) Except as provided belév, such reviews shall Le performed on,
or as sooun the:rvafter as is practirable, the fifth, tenth, and fifteenth
anniversary of An erm:loyee’'s designntlion as a Particlipant.

\1) 8uch reviews shall mrt Le required in the case of a Career
Employee who was on duty in the Agency on (the effective date of the
CIA Act Amendments of 1903) and who, in addition to meeting the re-
quirements for initial designation as a Participunt, has already
conpleted a minimum period of sixty months of special qualifying
service at the time of initial deslgnstion.

(2) When a Participant has met the age, total service require-
ment, and special qualifyling scrvice requirement ror voluntary retire-
ment, such reviews shall be discontinued.

(b} Continued eliyibillity of an employee for participation in the
CIA retirement system will require a finding by the Head of his Carcer
Service upon such reviews that his career continues to lle predominantly
in the conduct and support of foreign intellligence operatious or in the
covert support in the United States of such operations under comparable

conditions. If such is nmot the case, the individual shall be removed

3
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g-E-C-R-E-T

from coverage under the CIA retirement system and, 1f such coverage is
eppropriate to his employment status, be placed under the civil service
retirement system.

(¢) An affirmative finding of continued eligibility upon such
reviews will normally require that the employee have served the following
minimum periodé of epecial quulifying service: (l) 18 months at the. time
of the fifth anniversary review; (2) 35 mouths at the time of the tenth
anniversary review; and (3) A0 months at the time 5f the fifteenth anuoi-
versary feviww. Exceptions to these requirements may be made only under
the following conditions:

(1) The erployce is serviog at the time of such review in an
assignment which will complete the specified minimum period of
special qualifying service; or

(2) Tne Head of the cmployec's Career Service provides special
Justitication explaining why the individual hes not performed such
service ﬁnd assuring that he can o€ expected to do so within a
reasonable period of time. An exception under this provision will
require the approval of the Director of Personnel upon the advice

of the CIA Ketirement .ourd.

(5) Notwithstanding any of the requirements specified above, the

Director of Central Intelligence or the Deputy Director of Centfal Intelligence

for the purposes of the discontinue& service proyisions of the CIA retire-

ment system, designate a8 a Participant any Career Employee who has served at

4
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least five years of civilian duty in the Agency upon determining that the
employee's duties in the Agency have been so specialired that he is placed at

a special disadvantage 1if required to seek other employment.

2
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1. Standavds of eligibility.

a. The proposed CIA Retirement and Disability System 1s designed to provide
eppropriste retiremont, discontinued service, disability and desth benefits to
employees whose duties are (1) in suppert of Agency sctivities abroad hazardous
to life or bealth or (2) so specialized becemse of security requirements as to
be clearly distingulshable from nommal govermment exployment.

b. In order to reserve the benefits of perticipation in the proposed
retirement gystem to those employees for whom it has been designed, ean employee's
degignation as & Participant in the system will be contingent wpon en initial
detemmination end periodic reaffirmation that his career with the Agency requires
him to perform qualifying service.

2. ction ici g.

8. Btaff personnel will be covered by the Civll Service Retirement Act upon
initial sppointment to the Agency. In order tQ pemmit the participation of an
gligible employce in the CIA Retirement end Disabdility System at the earliest
practiceble time in his career with the Agency, the initial designation of an
employee as a Participant in the system will be based upon his meeting eech of
the following requirements:

(1) He has deen selected for Career BEmployee status as defined in
Agency regulations;

(2) He has formally undertsken an cbligaticn to serve enywhere end at
any time eccording to the needs of the Agency;

(3) His career field of specializetion is determined by the Heed of his
Carcer Bervice (a) to be in the conduct of support of intelligence activities
in foreign countries or the covert support in the United States of such
operations under compersble conditions; or (b) to require the performance of
daties which are so specialized or circumscribed by security restrictiens
that he would be placed at a special disadvantege if required to acquire and
utilize major vocational ekllls which are umnique to intelligence work or mey
yerform generel duties under conditions of cover and security prohibiting
them fram infoming jerospective employers of the nature, acope, and level of
their work experience.

(+) He either has performed or is under officiel orders to perform
duties (8) in support of Ageney ectivities abroad hazardous to life or health
or (b) so specialized becsuse of security requirements as to be clearly Adie-
tinguighable from noxmal govermment smployment.

b. In order to avold the continued participation in the proposed CIA
Retirement and Disability Syestem of an employee whose career subgequent to his
initisl designation as a Participant does not meet the service conditions
deseribed above, there ehall be reviews at intervals of not more than 5 years
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of the past and prospective career of esch Participant to reaffim his con=-
tinued eligibility for participation. Such reviews shall require determination
by the Heed of his Career Service thet his career contimies to be primarily
oriecnted to qualifying service. They shall ensure that he iz in fackt performing
reagonsble periods of gualifying service so that he will be eble to neet the
requirements for retirement under this system. If an affirmative finding of
contimued eligibility es a Participant camnot be mede, the employee would he
removed from coverage under the proposed CIA Retirement and Disability System
end be placed under the civil service retirement system or under social security
as sppropriete.

3. DPelegations of authority.

Principal responsibility for the administration of the proposed CIA Retire-
ment and Disability System will be vested in the Director of Persomnel. However,
there will be established a Retirement Board, comprised of senior officlals
representing the major ceamponents of the Agency, to assist and advige the Director
of Personnel in the development and forsmulation of policles governing the admin-
igbration of the System and to review and recomsend action on all proposed retire-
ments. Tt is intended thet the Boerd will consider each application for voluntary '
rotivement or for disability retirement end each recommendation for involuntary
retirememt. The Board will also have advisors representing the General Counsel,
the Director of Security, the Chief, Medical Staff, end the Chief, Cantral Cover
Pivision to render advice in their respective technicel fields as reguired. The
Director of Personnel will serve as the permanent chairman of the Boerd.

l"o AEEﬂlS-
Buployee eppeeals may be made through normal adminiestrative procedures.

5. Rules and regulations.

8pecific rules and regulations for selectlon of perticipants, record-keeping,
and adjudication of applications for retirement will be required. The regulations
promlgeted under the Forelgn Service Retirement end Disability System have been
carefully exsmined and it is intended to drew heavily on these in establishing
Agency procedures.

2
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COST ESTIMATES

1. There will be certein increased costs for the administration of the
retirement system. For reasons of efficiency and security, it is considered
esgsential that full administration of the program excluding maintenance of
the fund by the Department of the Treasury (as required by law in the case
of the Foreign Service Retirement Fund) be accomplished within the Agency.
It is estimated that by the end of the firat five years the administration
of the proposed program would cost approximately $80,000 per year with an
increase of aepproximately eight man years. Internal administration of the
program would include determinations of eligibility and entitlements, pay-
ment of retirement benefits, and all related administretive matters.

2. Program costs cannot be estimated with comparable precision. Never-
theless, reasonably valid estimates have been made on the basis of actuarlal
experience of the civil service and Forelgn Service systems.

The most recent annual report of the Chairman of the Civil Service
Commission presents cost factors indicating that in addition to the 13% of
payroll contributed by the employee and the employing Agency the Govermment
would be required to contribute an additional .83% of the anmual payroll of
covered employees to support the benefits accruing on account of current
service.

S8imilar, although not fully comparable datae pertaining to the Foreign
Service Petirement system, indicates that additional contributions by the
Govermuent of 10.69% would be required. Using the difference between these
two estimates as reflecting the cost differentials of the differing benefits
of the two programs and epplying it to the estimated annual payroll of the
4,500 Agency employees eligible for the proposed retiremen conm-
pute that a maximum additional Govermment contribution of W
annually would be required. However, it has not been goverrment practice 25X1A
for many years to fully fund its retirement programs. Further, there have
been special charges against the Foreign Service Retirement Fund which go
beyond the basic benefits of the proposed CIA system.

3. A more realistic estimate can be made of the increas
ed payout in
D5X1A basic annuity benefits under the proposed system over the Civil Seivice
retirement system for the next five fiscal years. The estimste assumes a

target rate of ther assumptions

manpover studies and age and grade characteristicsugg the élgzigieugigup
contemplate an average retirement age of 55 years with 25 years of serviée
and an average high-five salary of $11,000 (about the second step of grade
GS-13). Basic annuities computed under the new system would be $5,500 as

against $4,829 under the civil service system. Th

> . ce
applied to the estimated average oowouig iSZ‘l];l't
in the following total increased annuity payments for the years shown:

25X1A
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Increased
FY Year Annuitants
(Cumulative Totals

The chain of recrultment, reassigmment, and promotion actions cregted
by this annual retirement of officers would result in a considerable saving in
salaries. Assuming an average lapse of six months in this brocess, the savi
would approximate $2,300 ber retirement and would total approximately
over a five-year period. This saving would almost offset the estimated in-'

crease in annuity payments for the firat five years that the new system was in
operation.

2
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PART B - Other Provisions

Sections 2 and 3 of Proposed Bill

The purpose of section 2 is to bring u§ to date references to other
statutes and to update certain of the existing provisions of the Cantral
Intelligence Agency Act. Several new provisions are included. Section 3
merely inserts new headings in the Agency Act,
1. Procurement Authorities

The Central Intelligence Agency Act of 1949 authorized the Agency
to exercise certain specified authorities contained in the Armed Services
Procurement Act of 1947. Since that time the Armed Services Procuremant
Act has been codified and enacted into positive law in Title 10 of the United
States Code. Consequently, the purpose of subsections (1) and (2) is
to provide corrected citations to the Armed Services Procurement Act.
2. Allowances and Benefits

Subsection (3) amends saction 4 of the Central Intelligence Agency
Act of 1949 adding three new paragraphs. The preceding paragraphs of
section 4 were originally patterned after allowances and benefits available
to Forsign Service personnel. Cur new paragraphs are provisions which
have been subsequently authorized by the Congress for Foreign Service

personnel.
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a. Rest and Recuperation Travel. This authority permits the travel
of employees and members of their family at Government sxpense from
certain designated hardship posts to an area where the employee and his
family may relax and obtain needed fireedom from climatic and other conditions
which caused his post of assignmenéétf,lke designated as a hardship post. For
example, an employee stationed a:_ would be permitted
to travel once during a two-year tour or twice during a three-year tour to
Madrid, Spain, or possibly Rabat, Morecco.

b. Dependents Accompanying Employee on Temporary Duty. Not
infrequently, assignments of Age ncy employees tc their permanent posts
of duty are accompanied with a direction to deviate or stop at another Agency
post en route in order to receive orientation or training. In such situxztions
this provision would permit the dependents of the employes to travel
concurrently with the employes and remain with him at the temporary duty
post with appropriate travel expenses pald by the Agency. An sxample of

this tﬁe of travel would be the transf{er of an employee from Washington
25X 25X1A

to . 1t with 2 requirement that he spend ten days in [

25X1A
en route for operational briefings and familiarization witHj}} NG

linked activities. This authority would avoid the necessity of an employes
25X1A

choosing to send his family on to [JJJJJll pzior to his arrival or his departing

earlier from Washington to be timed so that he could meet his family at
25X1A

2
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c. Orientation and Language Tralning for Dependents. This authority
will permit necessary orientation or language training for members of the
employee's fammily where this is deemed necessary because of the circum-
stances of the propsective post of assignment or because of contem:plated
duties of the employee.

3. Subsection {4) - Eighteen~-raonth Home Leave

Existing authority to order employses to the United States from a
post abroad for home leave is conditioned upon ‘'completion of 2-years
continuous service abroad or as soon as possible thereafter.” This
pProposal extends the 2-year pericd to 3-years and, in addition, permits
the Director, where hardship posts are involved, to order the employee
on horne leave after completion of eighteen months continuous service.

It has been found that at certain bardship posts it is highly desirable to

return the employee for home leave after sighteen months and, on the

cthar’ hand, in other posts where conditions are mors nearly comparable
to the United States, that a tour of duty of three years is more appropriate

than a two-year tour. Therefore, this proposal will give the Agercy

additional flexibility in assignment of employees on a worldwide basis.

4. Section (5) - Hospitalization and Travel for Medical Treatment

a. Travel for Medical Treatment. Existing legislation permits the
Agency to pay the travel expenses of smployees where illness or injury

occurs abroad to the nearest locality where a suitable hospital exists. The

3
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proposed legislation removes the requirement of hospitalization in order to
qualify for travel at Government expense and replaces it with the more
realistic standard permitting travel at Government expense where there
is a requirement for travel to obtain adequate meadical care. In many
places medical cars available locally is so inadequate by U.S. standards
that while the illness or injury may not require hospitalization, nevertheless
suitable medical care is essential. In addition, this proposal will extend
the authority to include travel of dependents in the event of their illness
or injury to the same extent as wéuld be authorized for the employee.

~b. Hospitalization or Similar Treatment. Existing authority permits
the Agency to pay the cost of hospitalization of any employee in the event
of illness or injury incurred abroad. The proposed legislation would
broaden the standards slightly by authorizing reimbursement not only for
hospitalization but alsoc for costs of medical treatment in cu;es when
hospitalization is not required. In many cases, although the ill:;ess or injury
may nog reqﬁire hospitalization, treatment is required to prevent a more
:;rioul !illneu or agrravation of the injury. In addition, this proposed
legislation would permit similar reimbursem et for expenzss of dependents
located abroad. However, in the case of dependents there is in effect a
deductible item of $35.00 and a maximum limitation of 120 days of treatment

for each illness or injury. Thils maximum limitation will not apply in the
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event it is determined that the illness or injury clearly is ;au-ed by the fact
of location of the depsndent in the foreign area.
5. Subsection (6) - Reemployment Rights and Clalms Authority

Reemployment Rights. This is a new authority for the Agency which
would permit an individual to transfer from another department or agency
to CIA for a specified time period agreed upon by the two agencies and upon
completion of that assignment afford the individual statdory protection in
reemployment. This authority is available in slightly differing forms to
such agencies as State Department and AID. It could be of material assistance
in fulfilling critir.;al personnel requirements in times of emergencies by giving
transferring employees an assurance that they can return to their parent
agency upon completion of the assignment to CIA.

Claime Authority. The Agency has found occasional need for authority
to process justificable claims arising at overseas installations. The propossd
legislation would permit the Agency to settle such justifisble claima of
noncitizens in amounts not exceeding $10, 000 for any one claim. This authority
would extend to loss or damage to real or personal property or personal
injury or daath.. Claims would only be payable where it was established that
the loss arose abroad out of the act or omission of an Agency employee or a
person acting on behalf of the Agency. Similar aunthority in a somewhat more
extensive form is available to the miliiary departments, Department of State

and other agencies.
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6. Subsection (7) - Tax Exemption of Disability Annuities

This authority is related to the establishment of the new CIA
retirement and disability system. The proposal would exempt from gross
income for Federal income tax purposes a disability annuity payable under
the proposed CIA retirement ayster:.
7. 3Subsection (8) - Authority to Accept Gifts

This subsection would authorize the Dirsctor to accept gifts
and besquests to the Agency for the benefit or welfare of employees of
the Agency or their dependents. In the absence of such authority, the Dirsctor
would not be in a position to accept such gifts. It is anticipated that in future
years with the availability of this authority there will be gifts or bequests from
donors who are interested in the welfare of Agency employees and their
dependents. It is hoped that such funds may become available in the near
future whereby scholarships could be made available to children of Agency
employees in deserving cases. This type of authority is available in varying
forms to many agencies of Government today.

8. Coaat Estimates

6
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(PART C. Other Provisions)
9. Cost Eptimates

25x1A The Loregoing provisions ay gaﬁfd.aubstantially on authorities available

= - oo s over-

Beas, Agency authoritles for travel and medical care have been extended insofar
es possible to provide comparsble benefits, Congequently the additional costs
are 80 nominal that they arc not meagurable. The sdditional costs of providing
the new authorities are indicated below.

Additional Cogt
e. Procurement Authorities Pirset Pull Year

No coste are involved. $ 0

. Rest and R@quaration Traval

As indiceted sbove, additionsl costs ere not Q
measurable.
c. Dependent Travel Expenses of TDY Assignment

Based on normal Agency requlrememts for detalling 125,000

or re-routing employees for orientation and training
enroute to the post of duty, the principal increase will
be in per diem costs. Only & £light increase in
transportation cogts will be incurred.

d. 18-Month Home Leave

. The proposed amendment permits greater Tlexibility 0

in establishing the term of oversess service reguired
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to qualify for home leave. Ve believe that pavings
resulting from use of 3-year tours ingtead of 2-year
tours will more than offset the use of 18-month tours
at hardship posts and will result in a net saving,

¢. Hospitalization and Travel for Medical Trestment

As 1ndiceted above, additionsl costs are not o}
measurable.
f. Re-Employment Rights

No direct costs are involved. Moreover, it is o]

anticlpated that there will he a reduction in future
reerulting costs.
g Claims Authority

By its nature, expenditures under this authority 20,000
are difficult to egtimate but our gensral experience

suggests the cost indicated,

h. Tax Exemption of Disability Annuities
This provigion does not involve eppropriation costs. 0

1. Authority to Accept Gifts

The acceptance of gifts made to the Agency would 10,000
involve no direct cost. Even essuming the possibility
of lmmediate receipt of substantial gifts, we believe
the possible administmtive coste would totel no more

than one man year.

TOTAL: $355,000

Attachments:
Appendix I : Sectional Analysis and Explanation
Appendix II; Comparison of Pertinent Provisions of the Civil Bervice,
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A BILL
To amend the Central Intelligence Agency Act
of 1949, as amended, and for other purposes,

1. Be it enacted by the Senate and House of Representa-

2, tives of the United States of America in Congress

bR assembled, That this Act may be cited as the "Central
4, Intelligence Agency Act Amendments of 1963, "

5. Section 2, The Central Intelligence Agency Act of 1949,

6. as amended (50 U,S5.C. 403 (a) et seq.), is further

7. amended as follows:

8. {1} Amend section 3 by striking out subsection {a)

2. and inserting in lieu thereof the following:

10. “{a) In the performance of its functions, the Central
Procurement 1. Intelligence Agency is authorized to exercise the authoritics
authorities

12, contained in sections 2301-2314, 2381, 2383 ef title 10,

13, United Statee Code, "

14, (2) Amend section 3(b) by deletion of the phrase "or
Same 15, the Executive of the Agency'* and substitute therefor:. ""and

16, such other officiale of the Agency as may be designated

17. by the Director,"
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R&R

TDY travel of
dependents

Training for
dependenta

1.
2.

3.

7.
8.
9.

10,

12,
13.
14,
15,
16,
17.
18,
15.
20,
21,
22,

23,

(3} In section 4 add the following new paragraphs
{1)(G) and (1}{H)}, and (8);

"{1}{G) Pay the travel expenses of officers and
employees of the Agency and members of their familieas,
while serving at posts specifically designated by the
Director for purposes of this paragraph, for rest and
recuperation to other locations abroad having different
environmental conditions than those at the post at which
such officers and employees are serving, provided that
such travel expenses ahall be limited to the cost for each
officer or employee and members of his family of one
round trip during any continuous two~year tour unbroken
by home leave and two round trips during any continuous
three~year tour unbroken by home leave,"

"(1}(H) Pay the travel expenses of members of the
farmily accompanying, preceding, or following an officer
or employee if, while he is enroute to his post of
assignment, he is ordered temporarily for orientation
and training or is given other temporary duty;"

"(8) Provide appropriste orientation and language
training to members of family of officers and employees
of the Agency in anticipation of the assignment abroad of
such officers and employees, or while abroad,"

2
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1.

Home leave 3.
18 months

7.
8.
9.
10,
1,
12,
13,
14,
15,
Medical care- 16.
Travel for
employees and 17,
dependents
18,
19,
20,
21,
22,

23,

{4) Amend section 4(3){A) to read as follows:

"{3){A} Order to any of the several States of the
United States of America {including the District of
Columbia, the Commonweslth of Puerto Rico, and any
territory or possession of the United States) on statutory
leave of absence sach officer or employee of the Agency
who was a resident of the United States (as described
above) at the time of employment, upon completion of
three years' centinuous service abroad or as soon as
poesible thereafter and may so order after completion
of eighteen months such service, "

(3) Amend section 4(5) by striking out subsections
{A) and {C) and inserting in leu thereof the following
new paragraphs (A) and (C);

"{A) In the event an efficer or employee of the
Agency or one of his dependents, requires medical care,
for illness or injury not the result of vicious habits,
intemperance or misconduct, while on assignment abroad
in & locality where there is no qualified perhon or
facility to provide such care, pay the travel expenses
of such person by whatever means he shall deem
appropriate, including the furnishing of transportation,

and without regard to the Standardized Government

: 200041
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Medical care-
empioyees

Medical care
dependents

1.

2.

9.
10,
1.
12,
13,
14,
15,
16,
17,
8,
1%.
20,

Travel Kegulations and section 10 of the Act of

Maxch 3, 1933, as amended {60 Stat, 808; 8 U.$.C,73b),
to the nearest locality where suitable medical care can
be obtained and on his recovery pay for the travel
expenscs of his return to his post of duty. If any such
officer, employee, or dependent is too 11l to travel
unattended, or in the case of 2 dependent too young to
travel alone, the Director may also pay the round-trip
expenses of Qn attendant or attendants,

"(C) (1) In the event of iliness or injury requiring
hospitalization or similar treatment of an officer or
employee of the Agency, not the result of vicious habits,
intemperance, or misconduct on his part, pay for the
cost of treatment of such iliness or injury,

"{i1} In the event a dependent of an officer or employee
of the Agsncy who is stationed sbroad, incurs an illness
or injury while such dependent is located abroad, which
requires hospitalization or 3@&: treatment, and which
is not the result of vicious habits, m;mpcranca, or

misconduct on his part, pay for that portion of the cost of
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1.

z,

4,

5.

7s

8.

9.

10,

i1,

Re~smployment 12,
rights

13,

14,

15.

16,

17.

18,

Severance M 19.

treatment of each such illness or injury that exceeds $35
up to a maximum limitation of one hundred and twenty days
of treatment for each such illness or injury, except t};at
such maximum limitation shall not apply whenever the
Director, on the basis of professional medical advice,
shall determine that such illness or injury clearly is
caused by the fact that such dependent is or has been
located abroad, "

(6) In section 5, add the following new paragraphs
(g), (h), (i) and (j):

""{g) Where an officer or employee of another
Government agency transfers wiwith the consent of such
agency and is appointed to a position in the Agency, such
an officer or tmployaev shall be entitled upon separation
from the Agency, to reinstatement to the position occupied
at the time of appointment or to a position of comparable
salary in such other Government agency, "

{h) Grant terminated personnel a severance benefit
of one month's salary for each year's service but not to

exceed one year's salary at the then current salary rate
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1.
z'
3.

T x fj\kmwz fid o 4
Disal: i ‘) Pwﬁ‘ss'

[

6,
1.
8.
9.
10,
1.
12,
13,
14,
15,
16,
17.
18,
19.

Overgeas claims 20,
authority

of such personnel in accordance with such regulations
a8 the Director may prescribe and, in addition, whenever
the Director deemas such payment to be warranted,"”

"{i} Paragraph (4) of section 104{a) of the Internal
Revenue Code of 1954 (26 U.S.C. 104({a)(4) )} {relating
to the excluesion irom gross income of compensation
for injuries and sickness) is hereby amended to read
as follows:

"{4) amounts received as 2 pension, annuity, or
similar allowance for personal injuries or sickness
resulting from active service in the armed forces of
any couniry or in the Coast and Geodetic Survey ox the
Public Health Service, or as a disability annuity payable
under the provisions of section 831 of the Foreign Service
Act of 1946, as amended (22 U.8.C. 108); 60 Stat, 1021),
or as a disability annuity paysble under Title II of the
Central Intelligence Agency Act of 1949, as amended
(50 U.S.C., 403(a) et seq,).

"{j) Settle and pay, whenever the Director determines

that payment will further the purposes of the Act, without
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1
2,

3.

9.

10,

iz,
13,
14,
15,
Gifts and 16,
Bequests
17,
18,
19.

20

regard to any other provisions of law and under such
regulations as the Director may prescribe, in an anount
not exceeding $10, 000, any claim against the United

States for loss or damage to real or personal Property
{including loss of eccupancy or use thereof), belonging to,
or for‘pernonal injury or death of, any person not a citizen
or resident of the United States, where such a claim arises
abroad out of the act or omission of any Agency employee
or out of the act or omission of any person acting on
behalf of the Agency but only if guch claim i{s presented

in writing to the Agency actlvity involved within one year
after it accrues, "

(7) Add a ﬁew section 7 after present section 6,
as followas:

{7} (a) The Director of Central Intelligence is
authorized to receive gifts to the Agency and in his
discretion to accept, receive, hold, administer, and
expend such gifts and bequests of personal proparty,
from individuals or others, for the benefit of, or for

use in connection with, the Central Intelligence Agency
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1.

8.

9.
10,
\ 1.
12,
13,
14,
15,
16,
i7.
18.
19,
20,
21,

22,

and its personnel, Gifts or bequests of money or

the profite from sales of other property received

as gifts shall be subject to disbursement by the Director
in accordance with the terms and conditions of the
acceptance of any particular gift or bequest.

"(b) The Director is authorized to invest, reinvest,
or retaln investments of the money or securities as he
shall deem advisable and the interest or profits accruing
from such use shall be available for disbursement aa
provided in (a) above. For the purpose of Federal
incéme, astate and gift taxes, gifts and bequests accepted
by the Director shall be deemed to be a gift or bequest
to or for the use of the United States,'

Section 3. (1) Insert the heading "TITLE I -- Definitions
and General Authorities'' before the section title,
"Definitions, ' of section 1 of the Central Intelligence
Agency Act of 1949, as amended.

(2) Renumber section 7; section 8, Appropriastions;

section 9, Separability of Provisions; and section 10,

Short Titlg; to read: section 8; section 3, Appropriations;

section 10, Separability of Provisions; and section 11,

Short Title,

8
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1.

Retirvement & 7
| Disability System

13,
14.
15,
16,
| 17.
18.

19.

Section 4. The Central Intelligence Agency Act
of 1949, as amended, i3 further amended by the
addition of TITLE 11 as follows:

"TITLE If -- RETIREMENT AND DISABILITY

SYSTEM

“Section 201, Under such regulations as the Director
may prescribe, the Director is authorized to exercise
the authorities for the establishment, maintenznce
and operation of a retirement and disability system
set forth in the Act of 15 August 1946, c. 957, 60 Stat. 999,
as heretofore or hereafter amended, in order to establish
a retirernent and disebility system for such iadividuals
and classes or groups of Agency officers and employees
as he mey designate from time to time; Provided, That
the Director shall not implement future amendmeants to
the said authorities cstablished in the Act of 1 August
1946 until the Committees on Armed Services of the
Senate and the House of Representatives have been

consulted as to all the details of such amendments.
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Pt 5 /Central Intelligence Agency Act of 1949, as amended
F’,L 7 (50 USC 403(a) et seq.) Folder
R e S W 10 USC 2301-2307, 2312 and 2383 (Armed Services
Procurement Act of 1947, as amended) Folder
4L 9. Section 203(f) of the Annual and Sick Leave Act of
1951, as amended (by section 401, PL, 86/707, Over- Tab
seas Allowance and Differentials Act, 6 September
1960 - attached) 5 USC 2062
“PrSy—drd. Standardized Government Travel Regulations Fe b
and
~tr—f Section 10 of the Act of March 3, 1933, ag amended
(60 Stat. 808; 5 USC 73b (Traveling expenses
limited to lowest first class) " SRR -1 - T
P24, L4
Pl 9. 26 USC 104(a) Compensation for injuries or sickness Tab
B e AR e 50 USC 403(d) et seq. (This section, 403(d) was
repealed by PL 85/507, dated 7/7/58, Gov't
Employees Training Act. Section related to Educa-
tion and Training) Cite should read '"50 USC 403 (e)
et seq." -
p.g, 420
P-v—l-g;-——L:———l
~petS—I22 Section 14 of the Federal Employees Compensation _
Act of September 7, 1916, as amended . ;E h_
poad, L2
245 Section 3477 of the Revised Statutes, as amended
(31 USC 203) - Assignment of claims; set-off
against assignee. Tab
P19, A %9
36; Chapter 11 of title 38, United States Code (Defini-
tion of phrase "period of war'') 38 USC 301(2) Tab
%
16 Chapter 67 of title 10 of the United States Code,

Title 10, sections 1331 et seq., Retired pay for
non-regular service,
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H. R. 7216

(p. 4, L 9)

Originally 203F applied only to Foreign Service. It is now 5 USC 2062(f),
applying to all officers and employees upon completion of 24 months of
continuous service overseas:
Sec. 2062

(f) Amount of leave of absence; accumulation.

Upon completion of twenty-four months of continuous service
ouside the United States, officers and employees may be granted,
in accordance with regulations of the President, leave of absence at
a rate not to exceed one week for each four months of such service
without regard to any other leave provided by this chapter, for use
in the United States, or, if their respective places of residence are
outside the area of employment, in the Commonwealth of Puerto Rico
or the possessions of the United States, Such leave so granted may
be accumulated for future use without regard to the limitation in
subsection (d) of this section but no such leave shall be made the

basis for any terminal leave or for any lump-sum payment,
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H. R. 7216
(p. 5, L 6)
5 USC 73b
Sec. 73b. Traveling expenses limited to lowest first-class rate
Whenever by or under authority of law actual expenses for transportation
may be allowed, such allowances shall not exceed the lowest first-class rate
by the transpofta.tion facility used in such transportation unless it is certi-
fied, in accordance with regulations prescribed by the President, that the
lowest first-class accommodations are not available or that use of a compart-
ment or such other accommodations as amy be authorized or approved by the
head of the Agency concerned or such subordinates as he may designate, is
required for purposes of security. Mar. 3, 1933, c. 212, Title II, Sec. 10,

47 Stat. 1516, as amended Aug. 2, 1946, c. 744, Sec. 6, 60 Stat. 808.
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(p. 7, L 9)

26 U.S.C. Sec. 104 (a) (4)

Sec. 104. Compensation for injuries or sickness.
(a) In general.

Except in the case of amounts attributable to (and not in excess of)
deductions allowed under section 213 (relating to medical, etc., expenses)
for any prior taxable year, gross income does not include --

(1) amounts received under workmen's compensation

acts as compensation for personal injuries or sickness;

(2) the amount of any damages received {whether by suit or
agreement) on account of personal injuries or sickness;
(3) amounts received through accident or health insurance

for personal injuries or sickness (other than amounts received

by an employee, to the extent such amounts (A) are attributable

to contributions by the employer which were not includible in the

gross income of the employee, or (B) are paid by the employer);

and

(4) amounts received as a pension, annuity, or similar
allowance for personal injuries or sickness resulting from active
service in the armed forces of any country or in the Coast and

Geodetic Survey or the Public Health Service, or as a disability

annuity payable under the provisions of section 831 of the Foreign

Service Act of 1946, as amended (22 U.S.C, 1081; 60 Stat. 1021).
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For purposes of paragraph (3), in the case of an individual who is, or

has been, an employee Withip the meaning of section 401{c){l) {relating

to self-employed individuals), contributions made on behalf of such
individual while he was such an employee to a trust described in

section 401(a) which is exempt from tax under section 501(a), or under

a plan described in section 403(a), shall, to the extent allowed as
deductions under section 404, be treated as contributions by the employer

which were not includible in the gross income of the employee.
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(p. 24, L 17)

31 U.S5.C. Sec. 203 Assignments of claims; set-off against assignee.

All transfers and assignments made of any claim upon the United
States, or of any part or share thereof, or interest therein, whether
absolute or conditional, and whatever may be the consideration therefor,
and all powers of attorney, orders, or other authorities for receiving
payment of any such claim, or of any part or share thereof, except as
hereinafter provided, shall be absolutely null and void, unless they are
freely made and executed in the presence of at least two attesting
witnesses, after the allowance of such a claim, the ascertainment of
the amount due, and the issuing of a warrant for the payment thereof.
Such transfers, assignments, and powers of attorney, must recite
the warrant for.payrnent, and must be acknowledged by the person making
them, before an officer having authority to take acknowledgments of deeds,
and shall be certified by the officer; and it must appear by the certificate
that the officer, at the time of the acknowledgment, read and fully
explained the transfer, assignment, or warrant of attorney to the
person acknowledging the same. The provisions of this section shall
not apply to payments for rent of postoffice quarters made by postmasters
to duty authorized agents of the lessors.

The provisions of the preceding paragraph shall not apply
in any case in which the moneys due or to become due from the United

States or from any agency or department thereof, under a contract
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providing for payments aggregating $1, 000 or more, are assigned to a
bank, trust éompany, or other financing institution, including any
Federal lending agency: Provided,

1. That in the case of any contract entered into prior to
October 9, 1940, no claim shall be assigned without the consent of
the head of the department or agency concerned;

2. That in the case of any contract entered into after
October 9, 1940, no claim shall be assigned if it arises under a
contract which forbids such assignment;

3. That unless otherwise expressly permitted by such
contract any such assignment shall cover all amounts payable under
such contract and not already paid, shall not be made to more than
one party, and shall not be subject to further assignment, except that
any such assignment may be made to one party as agent or trustee for two
or more parties participating in such financing;

4. That in the event of any such assignment, the assignee
thereof shall file written notice of the assignment together with a true copy
of the instrument of assignment with (a) the contracting officer or the
head of his department or agency; (b) the surety or sureties upon the bond
or bonds, if any, in connection with such contract; and (c) the disbursing
officer, if any, designated in such contract to make payment.

Notwithstanding any law to the contrary governing the validity of

- 2
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assignments, any assignment pursuant to this section, shall constitute
a valid assignment for all purposes.

In any case in which moneys due or to become due under any
contract are or have been assigned pursuant to this section, no
liability of any nature of the assignor to the United States or any
department or agency thereof, whether arising from or independently
of such contract, shall create or irnpo'se any liability on the part of the
assignee to make restitution, refund, or repayment to the United States
of any amount heretofore since July 1, 1950, or hereafter received
under the assignment.

Any contract of the Department of Defense, the General
Services Administration, the Atomic Energy Commission, or any
other department or agency of the United States designated by the
President, except any such contract under which full payment has been
made, may, in time of war or national emergency proclaimed by the
President (including the national emergency proclaimed December 16, 1950)
or by Act or joint resolution of the Congress and until such war or
national emergency has been terminated in such manner, provide or
be amended without consideration to provide that payments to be made
to the assignee of any moneys due or to become due under such contract
shall not be subject to reduction or set-off, and if such provision or one to
the same general effect has been at any time heretofore or is hereafter

3
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include‘d. or inserted in any such contract, payments to be made thereafter
to an assignee of any moneys due or to become due under such contract,
whether during or after such war or emergency, shall not be subject to
reduction or set-off for any liability of any nature of the assignor to the
United States or any department or agency thereof which arises independently
of such contract, or hereafter for any liability of the assignor on account
of (1) renegotiation under any renegotiation statute or under any
statutory renegotiation article in the contract, (2) fines, (3) penalties
(which term does not include amounts which may be collected
or withhold from the assignor in accordance with or for failure to
comply with the terms of the contract), or (4) taxes, social security
contributions, or the withholding or nonwithholding of taxes or social
security contributions, whether arising from or independently
of such contract.

Except as herein otherwise provided, nothing in this section
shall be deemed to affect or impair rights or obligations heretofore
accrued. (R.S. Sec. 3477; May 27, 1908, ch. 206, 35 Stat. 411;
Oct. 9, 1940, ch. 779, Sec. 1, 54 Stat. 1029; May 15, 1951, ch. 75,

65 Stat. 41)
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H. R. 7216
(p. 30, L 15)
38 U.S.C. Chll, Sec. 301(2)
(2) The term ''period of war" includes, in the case of any
veteran--
(A) any period of service performed by him after
November 11, 1918, and before July 2, 1921 if such veteran
served in the active military, naval, or air service after
April 5, 1917, and before November 12, 1918;l and
(B) any period of continuous service performed by him
after December 31, 1946, and before July 26, 1947, if such

period began before January 1, 1947,
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H. R. 7216

(p. 34, L 12)
5 U.S.C. Sec. 62 Holding other lucrative office

No person who holds an office the salary or annual compensation
attached to which amounts to the sum of two thousand five hundred dollars
shall be appointed to or hold any other office to which compensation is
attached unless specially authorized thereto by law; but this shall not apply
to retired officers of the Army, Navy, Air Force, Marine Corps, or Coast
Guard whenever they may be elected to public office or whenever the
President shall appoint them to office by and with the advice and consent
of the Senate. Retired enlisted men of the Army, Navy, Air Force,
Marine Corps, or Coast Guard retired for any cause, and retired officers
of the Army, Navy, Air Force, Marine Corps, or Coast Guard who have
been retired for injuries received in battle or for injuries or incapacity
incurred in line of duty shall not, within the meaning of this section,
be construed to hold or to have held an office during such retirement.

(July 31, 1894, ch. 174, sec. 2, 28 Stat. 205; May 31, 1924, ch. 214,
43 Stat. 245; July 30, 1937, ch. 545, sec. 6, 50 Stat. 549; June 25, 1938,

ch. 694, 52 Stat. 1194.)
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(p. 34, L 13)

5 U.S8.C. 715(a) - omitted and superceded by 5 U. S. C. 2255
§ 2255. Mandatory separation.

(a) Seventy years of age and fifteen years of service; effective
date of separation.

Except as hereinafter provided, an employee who shall have
attained the age of seventy years and completed fifteen years of
service shall be automatically separated from the service. Such
separation shall be effective on the last day of the month in which
such employee attains the age of seventy years or completes fifteen
years of service if then beyond such age, and all salary shall cease
from that day.

(b) Notification of separation.

Each employing office shall notify each employee under its
direction of the date of such separation from the service at least
sixty days in advance thereof: Provided, That subsection (a) of this
section shall not take effect without the consent of the employee until
sixty days after he has been so notified.

(c) Presidential exemption.

The President may, by Executive order, exempt from automatic
separation under this section any employee when, in his judgment, the
public interest so requires.

(d) Persons exempt,

The automatic separation provisions of this section shall not
apply to any person named in any Act of Congress providing for the
continuance of such person in the service, to any Member, to any
congressional employee, to the Architect of the Capitol or any employee
under the office of the Architect of the Capitol, or to any employee
in the judicial branch who has been appointed to hold office for a
definite term of years.

(e) Alaska Railroad and Canal Zone employees.
In the case of an employee of The Alaska Railroad, Territory

of Alaska, or an employee who is a citizen of the United States employed
on the Isthmus of Panama by the Panama Canal Company or the Canal
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Zone Government, the provisions of this section shall apply upon
his attaining the age of sixty-two years and completing fifteen years
of service on the Isthmus of Panama or in the Territory of Alaska.
(May 29, 1930, ch. 349, 8 5, as renumbered July 31, 1956, ch. 804,

title IV, 8 401, 70 Stat. 748.)
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NOTES FOR BRITFING GENE 1AL CARTER ON RETIREMENT REGULATION

1. Introductory Remarks
Thanks for taking time to go over regulation with us, Want to mention

that the representatives designated by the Deputy Directors $o coordinate the
regulation have been cooperstive and responsive in helping us to get this phase
completed quickly,

Pesl a word of explanation about the length of the regulstion is needed~-
L2 pages, Howewer, bill itself is 30 pages, FRetiremsnt system is complex
mibject which cannot be described in a few peges, However, most of the material
which we think is important to sover with you is in the first 11 peges. The
rest of the regulation is taken elmost entirely from the bill,

In drafting, we tried to keep five gensral objectives before ue:
Iirst, to retein fexibility. (We may have written in more than BOB or the
Committees will accept., Will mention these poilnte as we come to them,)
3egend, to make the regulsetion a W which stands on its ovn feet,
Ihird, to stick clossly to the lengusge of the bill but be sure to cover elso

Yagrth, to delegete suthoritles necesesry for routine administration, (Will cover
in 8 moment thoss reserved to ICI,

Fifeh, to spell out internal procedures only to extent necesssry to substance
of regulstion, Will cover later what additional issuances we think may be

necessary or desirable,

3. Koy Festures
Will be glad to go through regulation page by page with you if you wiash,

b, WS FEOTRIR AR H0B6HAI0I AR FEREIRE ORI PSR that ve think
sare particulsrly significant,
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Page 1: In paragraph (1) under the heading DEFINITIONS, we have defined
adverse determinaticn, This was needed to simplify the writing
of hearing and appeel procedures whiech I will cover later,

In paragraph (3) under the same heading, we have defined Agengy
servios to avoid any misunderstanding or oconfusion, The definition
coverg two points that might otherwise be misunderstood: one,
only serviee as a oivilian smployee of CIA counts; and, two, service
with predeceasor agencies--083, 88Y, eto,--dnes not osount am Agency
servica,

Pags 2t In paragreph (5) at the top of page 2, we have defined “oareer." We
felt this was necessery becsuse of the importance of the term in
establishing oriteris for partieipation,

Page 3t There sre two wvery impcrtent definitions on this page, In disousaing
them, am also going to jJump over to the policy statements and the
sections on demignetion of participents and periodic review of
participente.

First, there 1s the definition of "gqualifying service" in paragraph (11),
Thie definition is taken from the bill except that we have spelled out
what was covered in the bill by & reference to ancther section of the
bill, As you knew, the bill now oonteins requirements fer five years
of qualifying service to be eligible for voluntary or involuntary
retiremont, (Let me explain here that we are now using the term
"involuntary retirement” to mean what we hed generally called
*disoontimwed service" previcusly. This is becsuze the bill now
covers under "discontimued service® only the participsnt who is
separated wlthout qualifying for an annuity, The provision we are
describlng as “involuntary retirement®™ has been plsoed in the bill
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under the heading of "mandatory retiremsnt® which also includes age
retirement,)




Approved For Release 2000/09/08 : CIA-RDP75B00380R000800120004-1

Sacond, there is the definition of "gualifying duty" in persgraph (12),
Thie definition became necessary when the bill wes amended to include
& definition of "qualifying service®” which was broadsr than we had
intended in our use of the term, Under the bill, merely being a
participant is "qualifying service,” We had of course intended thet
perticipania would be required to perform reasonable periods of
the kinds of duty which warrants 4the bill in order to be designated
snd to remain in the gystem. "Qualifying duty™ es we have defined
1%t here is whet we had previously demoribed ss "qualifying service,”

I want %o jump over now to the policy statements on page 5.

Parsgraphe (b}, {e), and (d) cover the Initisl Designation of partici-
pants, Continusnce as & Partliocipsnt, and the vesting of contimied
participstion in a Participant After Fifteen Years of Servios, You
will notios thet these statements require the performance of qualifying
Suty to be designated a participent and to remain a partieipant,

Algo, I mentioned esrlier that we had felt a definition of "eareert
was needed, In thie connection, let me point out in paregraph (4)
the requirement that a periicipant's "career” be adjudged quelifying,
Now, let's akip over %o pege 8 where ws huve spelled cut the criteria for
initiel designation and periocdie review, The five requirements listed under (1),
Initis) Designation, sre teken from the Uommittee report. (READ THEM) ‘

Paragraph (2) en Perjodie Feylew is also taken from the Committes report.

Notioce that 1t requires two reviews on the fifth snd tenth snniversary
of depignation as a participant and a finel review on the fifteenth
anniversary of appointment in the Agency, The reason for tying the
Tinal review to ECD in the Agenoy is, of course, the faot that the
right of partioipation vests at the 15th year of service and we want
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Turning to page 9, there is & schsdule of n
duty which must be performed if s participant is %o remain in the

System, In the last sentence, we have provided en authority for the
Director to make excoptions] we belleve this is a meosssary fiexibllity
but sre not sure that BOB and the Committees will sgree o it,

At lezst in theory, it would permit a perticipant to be in the System
and retire without ever performing any qualifying duly,

Also on pags 9, in paragraph (3), we have covered the designation of
employees on duty when the bill is enacted, This paragrsph conforma
%o the qualifying duty requirsments steated abowe, Agein, we have

q left a loophole for the Direactor to make exceptions whick would

i
I

% meke it poesible to designate one of our fifteen<year-employees who
had rever performed qualifying duty., YWe aren't sure that we can kesep
this provision in the regulasion through the external c¢oerdination,

Going back to page L to pick up where I left off,

In parsgraph (13), we have inoluded a definition of "sorvics oredit."
We aleo added a provision to snable e to use the Civil Ssrvice
Commission's lengthy and detalled materisl on cro‘itab:_i_gzity of
service and not inserperste similer materisl m‘féfﬂ ‘yaar. Ve nave,
of course, included a loophole mo that we cen dev;.am if necespary,

In paragraph (1) under the heading POLICY st the bottom of the page,
vwe hove included s requirement thaet partioipants be U.S. citizens,
We did this after hearing that this perticular point had been
raised on the Senmte floor,

Pege 51 Ve've slready coversd (b), (o), and (d), I would like to focum now

on the paragraphs on hesrings and appeals mm’%ﬂfuﬂh (2) Oppor-

tunity to be Heard by Retirement Board at the bottom of page 5.
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e

43 you know, the blll contalins & proviso that determinetims of the
Divector under the 3ystem are not roviewshls by any court, We felt
that thia meds 1t partiocularly important that : N(mgulatien provide
for hearings and appeals within the Ageney.  Procedure wiich we
have provided are similsr te thoss granted an employee who is being
involunterily sepsrated under the Directorf's esuthority, Do not
provide for repressntation by counsel or furnishing specific state-
mnts of reasons for deoterminstion, We believe proceduree glve
cmpléyae every asgurances that his case wlll be completely and

impartislly considered,

Paragraph (2) on page 5 provides & right t0 the employee to be heard

by the Hetirement Board before it recommends an adverse determina-
tion,

Paragraph (3) on page 6 provides a right of appesl to the Director
of any determination mads by him or by the Director of Personnel,

on page 11, Went to call %o your partioular attention the role the
0 will play.

Now if we oan go beck to page &, I think we can take up the rest of the items

in order,

Paragraph d, beginning st the bottom of page 6 covers de)ezations of

authority, The sutherities whioh have besn reserved to the Director
are approval of woluntary retiremsnt and involuntary retirementew
whether under the genersl provision for involuntary retiremsnt or on
disability retirement initiated by the Agency., Also, only the DCI

Approved Fé&PReAEAnS o8 crsaTbEciemKBPryspioussorofegonssaatory retirement

age, We heve delegated to D/Pers authority to designate participants
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but we are not certain that this delegation can last through
eoordination, ma Senate report specificelly states that designations
will bawm 'M‘é’by the Director. It will just mean more papere
work coming up here to your office if we cen't keep the delegation,

Page 7t Paragraph (2) establishes the GIA Retirement Board, (READ)

Without coming to sny conclusion sbout whothe Chalrman should bs,
we have pretty well agbeed among ourselves thet it should not be
D/Pers or any of his psople, I+ does nsed to be & senior guy who
can put in almost full time at the job during the sarly months of
implementation of the system,

Paregraph (3) delegates authorities to the D/Finamce, We heve reserved
to the Direstor the suthority to invest monies in the fund,

We've already covered pages 8, 9, 10, 11, and most of 12, Here we get into the
substantive provisicns of the bill, beginning with Disability Retirew
ment,

Paga 121 The first paregraph under h.y Disability Retirement, states the

6ligibility requirements and specifies that D/Pers esn approve
voluntary disability retirement but only the DCI can approve

involuntary disabdlity retirement. There is a companion decision

to make in each case regarding whether the disability is permanent,
Page 13: Paragraph (2) is largely proosdural. You will notioce that D/Pers will
got the advice of the Board of Medical Examiners, the DD hsving
carear jurisdioction over the smplovee, and the CIA Retirement Board
before recommending involuptary disability retirement,
Paragraph (3) on the superviscr's ssstement iz standard with both
Civil Service snd Foroign Service,

Page 1hs We have provided in peragraph i fer a Bosrd of Mpdical Examiners chaired
Approved For Release 2000/09/08 : CIA-RDP75B00380R000800120004-1
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government service, We've also provided an eacsps glause so the
Chairmen of the Boerd can appoint other doaters to conduot exsmina-
tions when necsssery. We're thinking here of casss when the disabled o

£

person is net in this sres,

The next few pages cover the computetion of ammuity, periocdic reexaminstion of
an snmultant who is not permanently disabled, and resmployment of
& recovered annuitant, Theme are a1l preity much taken from the ;
bille On m,_ in paragraph (2) at the top of the page, we have f\‘
included e provision that the recovered disability anmuitent who is N

BANN

not reemployed may be considered as having been involuntarily retireds )
The bill does not include this provision but we balieve thst we ocan

|

do so, It would eover the case of the man who had tha 25 years of
sorvice but who did not meet the age 50 requirement for voluntary
servioa, The bill does specifically provide for considering him as
having voluntarily retired if bs 1a qualified snd so elects,

The next two sectlons repeat material on the blll sbout the relstionship betwesn
FECA benefits and dhaability retirement,

Page 19t Beginning at the bottom of page 19, we come to Rimskikixx Decth in Service.
This is Just ths materisl included in the bill,

Page 20: Begiming at the bottom of page 20, we have included the materisl in
the bill on Yolumtery Retirement.

Page 21: Deginning about the middle of page 21, we have Discontinued Service |
Benofits, Thia Just covers the refund of contributions or a deferred

- annulty to e participant separated after 5 yesrs of Agency service,
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Pege 221 The matexisl on Involuntars

Exxmxfix
Still on page 22, we some to the provision on Manda

tirement begins at the top of page 22,
Went to csll your aitention to the procedure we hawve provided for
thase cases, Psragreph (2) indicates that the recommend:tion will
ordinarily originate with the Head of the Career Service., However,
we heve provided that D/Pers may criginate in appropriste cases--these
might be cases coming out of the Peraonnel Evaluatlon Board,

ags, This is taken from the bill but want to be sure you realise

the chenges mads in the Senate version, The section ocells for

the sutomatlic separetion of & 03«18 or sbove at 65 snd of a 0S.17

or below at 60. However, he will receive an annuity only if he

has & years of Agency service, We think it unlikely that we would
have & cese of & G5-17 or below resching age 60 w/o 5 years of service,
but 1f we did, we might want to exbtend his time--and the DCI would
have autherity to do se--until he completed 5 years of survioce,

A point we should mention here is the fact that there are now in the

Clandestine Services some people who are gf 60 and over who would
qualify for designation ?f participants, We are going to heve %o
face up to a poliecy qusstion of whether to designate ge a participant
a nan who is already beyohd mendatory retirement sge snd then retire
him, It ssems 1lloglesl to do ®0 but we are sure that some of thess
people sre counting on getting the 2% anmuity.

The vest of the repgulation is just "nuts and balts" stuff en computation of

ammuities, prior service ocredit, voluntary contributions snd the liles,
Would 1ile to skip over to page LO just to call your attention to the

section on compensation of a resmployed annuitant, This is in parsgraph
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{2). This is e of the pointz we lost,
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And, finslly, let ms point out section t. beginning on page 11 regarding the
musrical limitation on retiremsnts, Paragraph (1) simply states
what the bill states, laragraph (2) explaine thst deferred anmities
won't be counted sgainet the 1imitation until they sre actually received,
Paragrach (3) on page L2 gives the D/Pers rcaponsibility for controlling
the rumber of retirements sc we don't exceed the limis,

ho OTHIR YSSUANCES
Mention briefly that we will need an internsl Arency procsdural issusnce,
Some of this matarisl is already prepared in rough draft. Flan to get togethey
wlth Finsnoe tc produce s sor: of "oparstional plan® en how to proceed,
Also plen to produce a Quastion and Answer pamchlet similar to the
ones put cut by Civil Serviocs and Foreign Service,

: *ep
T

Se BILL SIONDD CEREMONY
If can take a few more minutes, would like to reise a new subject

We would like to seise thip opportunity to heve the President make a ceremony
of signing the bill and 82y a few nice things sbout the Agency Bex Al=o

& »
would like to try to get scme of the pens used for signing to glwe to people
who have done most of the work on the bill,
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